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The following constitutes the reasons for this bill and the purposes which are sought to be 
accomplished thereby: 
 
 
 Legislative Bill 1204 makes changes to the General Fund reserve requirement in certain 
instances.  Under current law, a budget must be adopted with a 3 percent minimum General Fund 
reserve.  The basis for such is the forecast of the Nebraska Economic Forecasting Advisory 
Board (NEFAB). 
 
 Recent experience, however, has shown that, when revenues fail to live up to projections, 
the 3 percent reserve can be insufficient.  LB 1204 attempts to locate “red flags” that indicate 
when a larger reserve requirement is appropriate.  If one of those three “red flags” is present, 
then a budget including a 5 percent minimum reserve would be required. 
 
 The three circumstances triggering the larger reserve are: 
 

•  The NEFAB has revised forecasts in a negative direction in the prior two years. 
•  Actual receipts in the prior biennium were below forecasts by more than 1 percent. 
•  Actual receipts for the prior biennium were below the 20-year average of revenue growth 

and the forecast for the coming biennium is greater than the 20-year average by more 
than 1 percentage point. 

 
The maximum General Fund reserve of 7 percent would not change. 
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